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the leased area through any directional 
well surfaced on adjacent or adjoining 
land. Production, drillling or rework-
ing of any such directional well shall 
be considered production or drilling or 
reworking operations on the leased 
area for all purposes of the lease. 

§ 256.72 Compensatory payments as 
production. 

If an oil and gas lessee makes com-
pensatory payments and if the lease is 
not being maintained in force by other 
production of oil or gas in paying quan-
tities or by other approved drilling or 
reworking operations, such payments 
shall be considered as the equivalent of 
production in paying quantities for all 
purposes of the lease. 

[44 FR 38276, June 29, 1979. Redesignated at 47 
FR 47006, Oct. 22, 1982, and amended at 54 FR 
50617, Dec. 8, 1989] 

§ 256.73 Effect of suspensions on lease 
term. 

(a) A suspension may extend the 
term of a lease (see 30 CFR 250.171) with 
the extension being the length of time 
the suspension is in effect except as 
provided in paragraph (b) of this sec-
tion. 

(b) A Directed Suspension does not 
extend the lease term when the Re-
gional Supervisor directs a suspension 
because of: 

(1) Gross negligence; or (2) A willful 
violation of a provision of the lease or 
governing regulations. 

(c) MMS may issue suspensions for a 
period of up to 5 years per suspension. 
The Regional Supervisor will set the 
length of the suspension based on the 
conditions of the individual case in-
volved. MMS may grant consecutive 
suspensions. For more information on 
suspension of operations or production 
refer to the section under the heading 
‘‘Suspensions’’ in 30 CFR part 250, sub-
part A. 

[64 FR 72795, Dec. 28, 1999] 

Subpart K—Termination of Leases 

§ 256.76 Relinquishment of leases or 
parts of leases. 

A lease or any officially designated 
subdivision thereof may be surrendered 
by the record title holder by filing a 

written relinquishment, in triplicate, 
with the appropriate OCS office of the 
MMS. No filing fee is required. A relin-
quishment shall take effect on the date 
it is filed subject to the continued obli-
gation of the lessee and the surety to 
make all payments due, including any 
accrued rentals, royalties and deferred 
bonuses and to abandon all wells and 
condition or remove all platforms and 
other facilities on the land to be relin-
quished to the satisfaction of the Di-
rector. 

§ 256.77 Cancellation of leases. 

(a) Any nonproducing lease issued 
under the act may be cancelled by the 
authorized officer whenever the lessee 
fails to comply with any provision of 
the act or lease or applicable regula-
tions, if such failure to comply con-
tinues for 30 days after mailing of no-
tice by registered or certified letter to 
the lease owner at the owner’s record 
post office address. Any such cancella-
tion is subject to judicial review as 
provided in section 23(b) of the Act. 

(b) Producing leases issued under the 
Act may be cancelled by the Secretary 
whenever the lessee fails to comply 
with any provision of the Act, applica-
ble regulations or the lease only after 
judicial proceedings as prescribed by 
section 5(d) of the Act. 

(c) Any lease issued under the Act, 
whether producing or not, shall be can-
celed by the authorized officer upon 
proof that it was obtained by fraud or 
misrepresentation, and after notice and 
opportunity to be heard has been af-
forded to the lessee. 

(d) Pursuant to section 5(a) of the 
Act, the Secretary may cancel a lease 
when: 

(1) Continued activity pursuant to 
such lease would probably cause seri-
ous harm or damage to life, property, 
any mineral, national security or de-
fense, or to the marine, coastal or 
human environment; 

(2) The threat of harm or damage will 
not disappear or decrease to an accept-
able extent within a reasonable period 
of time; and 

(3) The advantages of cancellation 
outweigh the advantages of continuing 
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